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Hospital (DSH): A hospitalisDisproportionate Share deemed to be a 
disproportionateshare hospital by having: 

1. 	 A Medicaid inpatient utilization rateequaltoorabove themean 
Medicaid inpatient utilization rate for hospitals receiving Medicaid 
payments in Nebraska; or 

2. A low-income utilization rate of 25 percent or more. 

Distinct Part Unit: A Medicare-certified hospital-based substance abuse, 
psychiatric, neonatal, or physical rehabilitation unit that is certified as a distinct 
part unit for Medicare. Neonatal units will be recognized if they meet the criteria 
for a Level I l l  neonatalintensivecare unit (NICU)set forth by the American 
Academy of Pediatricians and American ofCollege Obstetricians and 
Gynecologists in "Guidelines For Perinatal Care" Third Edition (1992). Hospitals 
must submit documentation to substantiate that the unit meets the criteria of a 
Level Ill NlCU priortosuch designation. Duringthe initial base year, the 
Department will accept the Medically Handicapped Children's Program(MHCP) 
designation of a unit in or after 1991 as a Level Ill NlCU as meeting this 
requirement. 

DRG weight A number that reflects relative resource consumptionas measured 
by the relative charges by hospitals for discharges associated with each DRG. 
That is, the Nebraska-specific DRG weightreflects the relative chargefor treating 
discharges in all DRGs in Nebraskahospitals. 

Hospital-Specific BaseYearOperatingCost:Hospitalspecific operating cost 
associated with treatingMedicaid patients. Operatingcostsinclude the major 

portionmoveable equipment of capital-related costs, in accordance with 
appropriate Medicare regulation and exclude the building and fixtures portion of 

direct education andcapital-related costs, medical costs, indirect medical 
education costs. 

Indirect Medical EducationCostsPayments:Paymentsforcosts that are not 
directlyassociatedwithrunning a medicaleducationprogram, but that are 
incurred by the facility because of that program. 
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10-0110-010.03e1Calculation of Peer Group Base Payment Amount: The peer group 
base payment per diem iscalculated as the median of the hospital-specific base 
year operatingcost (in accordancewith the methodology described in 10­
010.0383) per patient day for all rehabilitation free-standing hospitals and 

Per amountsMedicare-certified distinct part units.diem are arrayed in 
descending order, and thepeer group median is determined. 

10-010.03E2Calculationof Hospital-Specific Capital PerDiem Rate: Capital­
related cost payments for the building and fixtures portionof capital-related costs 
are paid on a per diem (see 471 NAC 10-010.0387). 

10-010.03FPayment for Services Furnished by a Critical Access Hospital (CAH): 
Effective forcost reporting periods beginning after July 1, 1999, payment for inpatient 
services of a CAHisthe reasonable cost of providing theservices,as determined 
under applicableMedicare principles ofreimbursement,exceptthat the following 
principles do not apply: the lesser of costs or charges (LCC) rule, ceilings on hospital 
operating costs,andthe reasonable compensationequivalent(RCE) limits for 

providers. tophysician services -
Medicaid pays for inpatient CAH services onlyif a physician certifies thatthe individual 
may reasonably be expected to be discharged or transferred to a hospital within 96 
hours after admission to the CAH. The certification is required no later than one day 
before the date on which the bill for inpatient CAH services is submitted to NMAP. 
Certifications neednot routinely be submitted with inpatientbills, but should be 
retained at the CAH and madeavailable on requestto NMAP. 

Subject to the 96-hour limit oninpatient stays in CAHs, items and services thata CAH 
provides to itsinpatientsare covered if theyareitemsandservicesof a type that 
would becovered if furnishedby a hospital to hospital inpatients.The part of an 
inpatient staythatexceeds96 hours will be covered if it is considered medically 
necessary, and the CAH documents either that transfer of the patient to a hospital is 
precluded becauseof weather or other emergency conditions, or a PRO or equivalent 
entity has, on request, waived the %-hour restrictionwith respect to thespecific case. 

10-0110-010.03g Rates for State-Operated IMD's: Institutionsfor mental disease operated 
by the State of Nebraska will be reimbursed for all reasonable and necessary costs of 
operation. State-operatedIMD'swillreceive an interimperdiempayment rate, with 
an adjustment to actual costs following the cost reporting period. 
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Disproportionate10-010.03H Share Hospitals: A hospital qualifies aas 
disproportionate share hospital if the hospital meets the definitionof a disproportionate 
share hospital and submits the required information completed, dated and signed as 
follows with their Medicare cost report: 

1. 	 The names of at least two obstetricianswho have staff privileges at the 
hospital and who have toagreedprovide obstetric services to 
individuals who areeligible for NMAP. This requirement doesnot apply 
to a hospital: 
a.The inpatients of whicharepredominantly individuals under 18 

years of age;or 
b. Whichdoes not offer non-emergency obstetric services to the 

general population as of December 21, 1987. 
For a hospital located in a rural area, the term "obstetrician" includes 
any physician with staff privileges atthe hospital to performnon­
emergency obstetric procedures. 

2. 	 A filed Medicare Cost Report (prior to June 30th the end of the previous 
state fiscal year from which paymentis being calculated); and 

3. 	 The actual charges billed for services provided to indigent individuals 
who had no insurance or third party coverage. The required 
information mustbefromthesame period reported in the Medicare 
cost report. 

Hospitals reimbursed on a cost basis are not eligible for DSH payment and will not 
be considered in determiningthe mean Medicaidinpatient utilization rate. 

10-010.03Hl DisproportionateShare payment 

Disproportionateshare payments will be made one time during each state fiscal 
year. The Department will annually determine the DSH payments in January for 
the current State fiscal year.Thepayment will not besubject to settlement or 
revision basedonchanges in utilization during theyear to which it applies. 
Payments determined for each state fiscal year will be considered payment for 
that year, and not for the year from which dataused inthe calculationwas taken. 

1. Calculation of payment adjustment: 
a.Each hospital's eligibility for DSH payment,andtheamount of the 

DSH payment,willbecalculated using themost recent completed 
and filed Medicare Cost Report and completed required information 
submitted prior to the ending of the previous State fiscal year (June 
30th). Dataforthat cost report period willalso include theMMlS 
claims file data run 150 days after each hospital'sfiscal year end. 
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b. 	 Foreach hospital, theMedicaid shortfall (DSHpayment) will be 
subtracting total Medicaid from totalcalculated by payments 


Medicaidcosts.Forthose hospitals reimbursedona cost basis, 

Medicaid shortfall equals zero. 


c. 	 For each hospital, thetotalallowableMedicaid costs will include: 1) 
fee-for service Medicaid inpatient costs, 2) fee-for-service Medicaid 
outpatient costs, 3) total Medicaid inpatient and outpatient managed 
care costs (means the actual cost to the hospital of care rendered to 
Medicaid recipients enrolledinamanagedcare plan),and 4) the 
total costuncompensatedof care (cost of care for indigent 
individuals who havenoinsurance or othersourceof third party 
coverage). 

d. For each hospital, the total Medicaid payment will be determined by 
calculating the sum of payments to include payments as reported by 

Management Information System, careMedicaid managed 

payments,andpaymentsmade by private insurance for Medicaid 

recipients. 


2. Limitationsondisproportionatesharepayments: 
a. 	 No payments'madeunder this section willexceedany applicable 

such Sectionlimitations upon payments established by 1923 
(g)(1)(A) of the Social Security Act. 

b. 	A paymentadjustment (DSH payment) during a fiscal year will not 
exceed the sumof Medicaidallowable costs less the sumof 
Medicaid payments for services during the year from which the data 
for the DSH payment calculationis taken . 

C. 	 DisproportionateShare payments to all qualified hospitals for a year 
will not exceedtheState disproportionate share hospital payment 
limit, as established under 1923 (9 of the Social Security Act. If the 
total of all disproportionatesharepaymentamounts for all DSH 
hospitals exceeds in any given state fiscal year the federally 
determined disproportionate share allotment for Nebraska, the DSH 
payments will be reduced proportionately among DSH hospitals to a 
level in compliance with thefederal disproportionateshare allotment. 

d. 	 To be considered eligible as a Disproportionate Share Hospital, the 
mustrequired information becompleted, signed, dated, and 

submitted with the hospitals filed Medicare CostReport. 
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e. 	 Institution for Mental Disease (IMD) DSH payments may not exceed 
the lesser or Mental Health DSH expendituresapplicable to the 1995 
DSH allotment as reported on the HCFA 64 as of January 1, 1997; or 
the amountequal to theproduct of the State’s current year total 
computableDSH allotment and the “applicable percentage”.For 
state fiscal year 1998-2000, the “applicable percentage” is defined as 
the ratio of share1995 total computable mental health DSH 
payments (applicable to the 1995 DSH allotment) to the 1995 total 
computableshare total DSHexpenditures (applicable to the 1995) 
DSH allotment). For state fiscal year 2001, 50%;for fiscal year 2002; 
40%; for each succeedingfiscal year, 33%. 

10-0110-010.03j Out-of-state Hospital Rates: The Department pays out-of-state hospitals 
for hospital inpatient services at the peer group rate for a like peer group of Nebraska 
hospitals. The peer groups are ­

1. 	 MetroAcuteCareHospitals: Hospitals with 100 or moreacutecarebeds 
located in MetropolitanStatisticalArea (MSAs) as designated by Medicaid. 

2. Rural Acute Care Hospitals: All other acute care hospitals; 
3. psychiatric Hospitals and Distinct Part Units in AcuteCare Hospitals: 

Hospitals that are licensed as psychiatric hospitals by the licensing agency 
of the state in which the hospital is located and distinct parts as defined in 
these regulations. 

4. Rehabilitation Hospitals andDistinct Part Units in AcuteCare Hospitals: 
Hospitals that are licensed as rehabilitation hospitals by the licensing 
agency of the state in which the hospital is located and distinct parts as 
defined in these regulations. 

Operating cost payment amounts are calculated based on the appropriate peer group 
base payment amount. Capital-related costpaymentsaremadebasedon the peer 
groupweightedmedian capital perdiem rate. The cost-to-charge ratio is the peer 
group average. 

Payments for psychiatric and rehabilitation services provided by out-of-state hospitals 
are made on a prospective per diem. Hospitals are paid based on the peer group per 
diem rate forthe appropriate type of service. Operating cost payment amounts are 
calculated basedonthe appropriate peergroupperdiem rate. Capital-related cost 
payments are made basedon the peer group weighted median capital per diem rate. 

TheDepartmentmayallowpaymentsto out-of-state hospitals for direct or indirect 
medical education costs at anegotiatedper discharge rate. 
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10-010.03J1Exception: The Administrator of the Medical Services Division may 
enter into an agreement with an out-of-state hospital for a rate that exceeds the 
rate or fee established in 471 NAC 10-010.03J only when the Medical Director of 
the Department has determined that ­

1. The client requires specialized thatservices are not available in 
Nebraska; and 

2. No other source of the specialized services can be found to provide the 
services at the rate established in 471 NAC 10-010.03J. 

10-010.03K Out-of-Plan Services: Whenenrollees in theNMMCP are provided 
hospital inpatient servicesby facilities not under contract with the Department's 
prepaid health careorganizations,theDepartmentcontracted prepaid health care 
organizationsare not required, but areauthorized to pay providers of hospital inpatient 
services who care for individuals enrolled in the NMMCPat rates the Department 
would otherwise reimburse providers under this section. 

10-0110-010.03l free-standing psychiatric Hospitals:When a free-standing psychiatric 
hospital (inNebraska or out of state) does not have ancillary sewices on-site, such as 
pharmacy or laboratory, the provider of the ancillary service shall bill NMAP for the 
ancillary services provided to inpatients. The hospital shall not include these ancillary 
costs on its cost report. The hospital's rate is calculated according to 471 NAC10­
010.03C, Computation of Rate and/or 10-010.03J, Out-of-state Hospitals. This is an 
exception to policies related to the elimination ofcombined billing in 471 NAC 10­
003.04D and following. 

10-010.03M Rate-Setting following a Change in Ownership:The rate-setting 
process for facilities with a change in ownership will be the same as the rate-setting 
process used prior to the change in ownership as described in theseregulations. 

10-010.03N rate-setting for a New OperationalFacility:The Department shall 
establish a prospective per dischargerate for a new operational facility for Peer 
Groups 1 - 7. Therate will be theaveragepeergrouprate for the respective peer 
group forthenew facility. For critical accesshospitals,the rate will be determined 
individually for each hospital on a costbasissystem in accordance with Medicare 
rules. The peer groups are ­

1. 	 MetroAcuteCareHospitals:Hospitalswith 100 or moreacutecarebeds 
located in MetropolitanStatisticalArea (MSAs) as designated by Medicaid. 

2. 	 OtherUrbanAcuteHospitals:Hospitalswithlessthan 100 acutecarebeds 
located in a Medicare-designated MSAand hospitalsthathave been 
redesignated to an MSA by Medicare; 

3. RuralAcuteCareHospitals:Allotheracutecarehospitals with 30 or more 
base year Medicaid discharges; 
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4. 	 Excluded Rural Acute Care Hospitals: Hospitals with less than 30 Nebraska 
Medicaid dischargesin the base year; 

5. PsychiatricHospitals and DistinctPart CareHospitals:Units in Acute 
Hospitals that are licensedaspsychiatrichospitalsbytheNebraska 
Department of Healthand distinct parts as definedin these regulations; 

6. 	 RehabilitationHospitalsandDistinctPartUnits: Hospitals that are licensed 
asrehabilitationhospitals by the NebraskaDepartment of Health and 
distinct partsas defined in these regulations. 

7. 	 CriticalAccessHospital:Hospitalswhich (1) maintain nomore than 15 
inpatient beds, exceptas permitted for CAHshaving swing-bed agreements; 
(2) are located outside any area that is a MetropolitanStatistical Area or that 
is recognized as urban; and (3) are certified by HCFA as a Critical Access 
Hospital. 

10-010.03PDepreciation:TheDepartmentrecognizesdepreciation as anallowable 
cost as reported on each facility's Medicare cost report and as determined allowable 

intermediary application of Medicare ofby the Medicare through principles 
reimbursement 

10-010.03Q Recapture of Depreciation: A hospital which is sold for a profit and has 
received NMAP paymentsfor depreciation, shall refund tothe Department the lower of 
-

1. The amount of depreciation allowed and paid by the Department; or 
2. The productof ­

a. The ratio of Medicaid allowed inpatient days tototal inpatient days; and 
b. 	 The amount of gainonthesaleasdeterminedby the Medicare 

intermediary. 

# of Medicaid Inpatient days X Gain on Sale in $ = Recapture Amount 
Total # of Inpatient Days 

The year(s) for which depreciation is to be recaptured is determined by the Medicare 
Intermediary according to Medicare principlesof reimbursement. 
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10-010.03RAdjustment to Rate: Changes to Medicaid total allowable costs as a 
result of error, audit, or investigation maybecome the basis for adjusting current 
and/or prior prospective rates. The adjustment will be made back to the initial date of 
payment for the period affected based on the rate as determined by the Department. 
Hospitals will receive written notice ofany adjustment stating the amount ofthe 
adjustment and the basisfortheadjustment. If the rate adjustment results in 
decreasinga hospital's rate, the hospital shall refund the overpaymentamountas 
determinedby the DepartmenttotheDepartment.Ifthe rate adjustment results in 
increasing a hospital's rate, the Department shall reimburse the underpayment 
amount as determined by the Departmentto the hospital. 

10-010.03s Lower Levels of Care: When the Department determines that a client no 
longer requires inpatient services but requires skilled nursing care and there are no 
skilled nursing beds available whenthedeterminationismade, the Department will 
pay only for authorized medically necessary skilled nursing care provided in an acute 
care hospital at a rate equaltotheaverage rate per patient day paid bythe 
Department to skilled nursing facilities during the previous calendaryear. 

WhenaMedicaid patient no longer requires inpatient hospital services andhas 
requested nursing home admission and is waiting for completionof the pre-admission 
screeningprocess (PASP), the Departmentmaypay for the PASPdays the client 
remains in the hospital before the pre-admission screening process is completed at a 
rate equal to the average rate perpatientday paid by the Department to skilled 
nursing facilities during the previouscalendaryear.The hospital shall request prior 
authorization fromtheMedicaidDivisionbeforethePASPdaysare provided. The 
Medicaid Division will send the authorization to the hospital. The hospital shall bill for 
class of care 81 and enter the prior authorization document number from Form MC-9 
on Form HCFA-1450 (UB-92). The claim for the PASP days must be separate from 
the claim fortheinpatientdays paid attheacute rate. ThePASPdays will be 
disallowed as acute care days and NMAP will pay the average rate per patient day 
paid by the Department to skilled nursing facilities during the previous calendar year 
for thePASPday.PASPdayswillnot be considered in computing the hospital's 
prospective per diemrate. 

10-010.03T Access to Records: Hospitals shall make all records relating to the care 
any all theof Medicaid patients and andother cost information available to 

Department,itsdesignatedrepresentatives or agents, and/or representatives ofthe 
federal Department of HealthandHuman Services, uponreasonable notice during 
regular business hours. 
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Hospitals shall allow authorized representatives of the Department of Health and Human 
Services Finance and Support, the federal Department of Health and Human Services, 
and state and federal fraud and abuseunits to review and audit the hospital's data 
processing procedures and supportive softwaredocumentation involved in the 
production of computer-encoded claims submitted to the Department. The hospital shall 
allow the authorized representatives access for the purpose of audit and review at any 
reasonable time during normal working hours upon written notice by the Department at 
least one working day before the review and audit. 

10-0110-010.03u Audits: The Department periodically performsor receives cost report audits 
to monitor the accuracyof data used toset rates.Auditsmay be performed by the 
hospital's Medicare intermediary, the Department, or an independent public accounting 
firm, licensed to do business in Nebraska andretained by the Department. Audits will be 
performed as determined appropriate by the Department. 

10-010.03V Provider Appeals: A hospital may submit additional evidence and request 
prompt administrative review of its prospective ratewithin 90 days of the rate notification 
date according to the procedures in 471 NAC 2-003 ff. A hospital may also request an 
adjustment to its rate (see 471 NAC10-010.03V). ­

10-010.03W Recluest for Rate adjustments Hospitals maysubmit a request to the 
Department for anadjustment to their rates for the following: 

1. 	 An error in the calculation oftherate.Hospitalsmaysubmit a request for 
adjustment to their rate the methodologyif rate-setting or principles of 
reimbursement established under the State Plan were incorrectly applied, or if 
incorrect data or erroneous calculations were used in the establishment of the 
hospital's rate. 

2. Extraordinary circumstances. Hospitalsmaysubmit a request for adjustment to 
their rate for extraordinary circumstances that are not faced by other Nebraska 
hospitals in the provision of hospitalservices.Extraordinarycircumstancesare 
limited to circumstances occurring since the base year that arenot addressed by 
the reimbursement methodology. Extraordinary circumstances are limited to ­
a. 	 Changes in routine and ancillary costs, which are limited to ­

(1) Intern and resident related medical education costs; and 
(2) Establishmentof a certified Level Ill NICU; 

b.  Extraordinary capital-related costs. Adjustmentfor capital-related costs will 
be limited to no more than a five percent increase. 

Transmittal # MS-00-08 

Transmittal # MS-99-09 



ATTACHMENT 4-19-A 
Page 25 

3. 	 Catastrophic circumstances.Hospitalsmaysubmit a request for adjustment to 
their rate if they incur allowable costs as a consequence of a natural or other 
catastrophe.The following circumstancesmust be met to be considered a 
catastrophic circumstance: 
a.One-time occurrence; 
b. Less than twelve-month duration; 
c. Could not have been reasonablypredicted; 
d.Notofan insurable nature; 
e. Not covered by federal or state disaster relief; 
f. Not a result of malpractice or negligence. 

Inall circumstances,requestsforadjustmentstoratesmust be calculable and 
auditable. Requests must specify thenature of the adjustment soughtand the amount 
of the adjustment sought. The burdenof proof is thatof the requesting hospital. 

If an adjustment is granted, the peer group rates will not bechanged. 

In making a request for adjustment for circumstances other than a correction of an 
error, the requesting hospital shall demonstratethe following: 

1. 	 Changes in costs arethe result of factors generally not sharedby other 
hospitals in Nebraska,suchasimprovements imposed by licensing or 
accrediting standards, or extraordinary circumstances beyond the hospital's 
control. 

2. 	 Every reasonable actionhas been taken bythe hospital to mitigate or 
contain resulting costincreases.TheDepartmentmay request that the 
hospital provide additionalquantitativeand qualitative datato assist in 

request. Departmentevaluation of the The may require an on-site 
operational review ofthe hospital be conductedby the Departmentor its 
designee. 

3. The rate the hospital receives is insufficient to provide care and service that 
conforms to applicable state and federal laws, regulations, and quality and 
safety standards. 
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Requests for rateadjustmentsmust be submitted in writingtothe Administrator, 
Medicaid Division, Health and Human Services Finance and Support. Requests must 
be received within 45 days after one of theabovecircumstances occurs or the 
notificationofthe facility of its prospective rates.Upon receipt of the request, the 
Departmentshalldeterminethe need for a conferencewiththe hospitalandwill 
contact the facility to arrange a conferenceifneeded.Theconference, if needed, 
must be held within 60 days of the Department's receipt of the request. Regardless of 
the Department'sdecision, the provider will be afforded the opportunity for a 
conferenceif requested for a full explanation of the factors involved and the 
Department's decision. Following review of the matter, the Administrator shall notify 
the facility of the action to be taken by the Department within30 days of receipt of the 
request forrevieworthedate of theconference,except in circumstances where 
additional information is requested or additionalinvestigationor analysis is determined 
to benecessary by the Department. 

If rate relief is granted as a result of a rate adjustment request, the relief applies only 
to the rate year for which the request is submitted (except for corrections of errors in 
rate determination).Ifthe provider believes that continued rate relief is justified, a 
request in any subsequent year maybe submitted. 

Under nocircumstancesshallchanges in ratesresultingfromthe request process 
result in payments to a hospital that exceed its actual Medicaid cost, calculated in 
conformity with this Medicaidcost calculation methodology. 

10-010.03X Administrative Finality: See 471 NAC 3-001.09. 
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The State hasinplaceapublicprocesswhichcomplieswiththerequirements of Section 
1902(a)(13)(A) of the Social Security Act. 
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